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Goal Statement 
This report -- made possible by the University of Michigan Business School 
-- was designed to provide an industry-wide analysis of the automotive 
aftermarket in the U.S. This report addresses the essential questions 
of marketing: 
• Quantifying the size and structure of the automotive aftermarket 
• Determining the relevant trends and their impacts upon various 
sectors of the aftermarket 
• Discussing the future realities of the aftermarket by defining the 
changing make-up of the aftermarket with respect to auto parts 
distribution and channel structure 
• Monitor items for the aftermarket supplier are included. These will 
act as reference points in assessing firm capabilities and 
resources in this changing industry. 
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Methodology 
The research and analysis for this report were collected from several 
sources: 
• Interviews with industry experts, consulting firms and aftermarket 
executives 
• Industry reports and publications 
• Lexis / Nexis and ABI Inform research 
• Annual shareholder reports 
The authors of this report have striven to produce a practical report and 
compared the perceptions of various sources in compiling this report. 
Resource constraints and time, however, did not permit the study to be a 
detailed assessment of each product area of the aftermarket. Instead, the 
market for brake system parts were used as an indicator of the changing 
dynamics of the aftermarket. 
Differences in industry terminology were reconciled by the use of a glossary 
of terms incorporated in this report. 
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Glossary of Terms 
• Accessories: Comfort, convenience and safety products 
not essential to the performance of a vehicle such as 
audio, security products and floor mats, covers, etc. 
• Aftermarket: Replacement or add-on purchases for a 
product after its original sale. The automotive aftermarket 
includes replacement parts, accessories, lubricants, fuel, 
appearance products and repairs. 
• Buying Group: Consortium of independent owned 
retailers that buys in large quantities at discount prices. 
Programmed distributors serve this function. 
• CAGR: "Cumulative Average Growth Rate;" the average 
growth rate computed over a period of time. 
• Consumer Factors: Demographic characteristics of 
consumers including age, gender, income, etc. 
• DIFM: "Do-lt-For-Me;" refers to consumers who use 
professionals to perform maintenance and repair work on 
their vehicles. 
• DIY: "Do-It-Yourself;" refers to consumers who perform 
maintenance and repair work on their vehicles. 
• Full Line: A retail outlet handling any three of the 
following automotive categories: chemicals, engine parts, 
heavy parts, accessories, tires. 
• Gross Margin: The difference between the cost of 
merchandise and the selling price. 
• Hard Parts: Solid engine parts, including crankshafts, 
camshafts, pistons, engine bearings, flywheels, etc. 
• Jobber: A middleman who typically buys from warehouse 
distributors and sells to service stations, garages and 
retail outlets. 
• Jobber/Retailer: Automotive wholesaler who sells parts, 
chemicals and accessories to "walk-in" retail customers. 
Retail sales account for at least 50% of a jobber/retailer's 
total sales. 
• "Mom and Pops": Small service outlets or repair shops. 
• Private Label: A retailer's brand, sponsored by the seller 
rather than the manufacturer. 
• Programmed Distribution: Associations of WDs, 
jobbers and dealers under a common promotional banner 
to provide buying, marketing or operational services. 
• SKU: Stock Keeping Unit. Refers to each single item 
carried by a retailer. Every color, style, and item having 
its own vendor number has its own SKU. 
• Service Station: Establishment which may or may not 
sell products over the counter, but for which gasoline 
accounts for more than 50% of total volume. Examples 
include Amoco, Shell, Exxon, Mobil. 
• Specialty Repair: Establishment specializing in one facet 
of automotive repair (ie., transmission, ignition, exhaust). 
The outlet's specialty accounts for more than 50% of total 
sales receipts. 
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Glossary of Terms (continued) 
Specialty Store: a retail store outlet, such as an auto 
parts store, that restricts its appeal to a specific type of 
merchandise. These outlets generally offer wider 
assortments in a narrower range than department, 
discount, or variety stores. 
Suppliers: In the traditional aftermarket distribution 
chain, suppliers include manufacturers, rebuilders, 
national distributors, and manufacturers1 agents. 
Three-Step Distribution: Traditional aftermarket 
distribution process, flowing from the manufacturer to the 
warehouse distributor to the jobber to the service outlet. 
Two-Step Distribution: Distribution process under which 
the warehouse distributor supplies the service outlet 
directly, eliminating the jobber. 
Warehouse Distributor: A traditional wholesaler of 
automotive parts and supplies primarily to jobbers. 
Definition Sources: APAA, AIAC 
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I. Automotive Aftermarket Conditions: 
Overview 
This section of the report provides an industry overview 
into the automotive aftermarket (the industry) in the U.S. 
This industry overview highlights the automotive 
aftermarket with respect to: 
• Structure of the automotive aftermarket 
• Size and growth 
• Sales of replacement parts 
• Channel distribution 
• Retail sales by distribution channel 
• The players 
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Automotive Aftermarket Conditions: 
Structure of the Automotive Aftermarket 
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Automotive After market Conditions: 
Size and Growth 
Automotive Aftermarket Conditions: 
Sales of Replacement Parts 



//. Trends 
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//. Trends (continued) 
1) TREND: Sluggish income growth 
• SECTOR HELPED 
• Do-lt-Yourself 
• Auto dealerships 
• IMPACTS 
• AutoZone, Discount Auto 
Parts, Parts USA (Pep Boys); 
larger chains with efficient 
distribution and inventory 
management systems will 
capture more market share 
• Auto dealerships are helped 
through the increase in 
leasing and re-leasing 
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2) TREND: Increase in miles driven 

4) TREND: Increasing popularity of 
leasing 







9) TREND: Auto parts proliferation; as a 
result of vehicle diversity and an 
increasingly older vehicle population 
10) TREND: Aging of the population 
• SECTOR HELPED 
• Do-lt-For-Me 
• As the U.S. population ages, and their financial security 
increases, the consumer will tend to prefer having work on 
their cars done for them. 
• IMPACTS 
• Pep Boys (supercenters), Western Auto (Sears), auto 
dealerships and specialty repair shops (Midas, Tuffy, 
Speedy) will be helped 
11) TREND: Stagnation in the growth of 
the largest segment of the DIYer 
population 



Changing Industry Make-up: The blurring 
of the lines between retailers and 
jobbers; WD control of the distribution 
channel (jobbers) 
Changing Industry Make-up: Estimate of 
the year 2005 Retail Sales ($) by 
Distribution Channel (1993 comparison pg. 6) 

Changing Industry Make-up: Future Role of Retailers 
• Retailers currently own one-third of DIY 
sector 
• Top ten retailers own 8% of the DIY sector but are 
predicted to own 27% in 2005 
• Retailers will set sights on professional 
installer segment 
• Why? 
• Continued shrinking margins and slower growth in 
DIY sector 
• Professional installer segment is larger and 
growing faster than the DIY sector 



Changing Industry Make-Up: Growth of 
Two-Steppers 

Changing Industry Make-up: Private Labeling / 
Branding 






V. Monitor Items for the Aftermarket Supplier 
This section of the report outlines some of the areas of 
concern that the aftermarket supplier should monitor. The 
aftermarket supplier, by the author's definition, consists of 
the suppliers to the aftermarket in the traditional 
distribution chain, including manufacturers, rebuilders, 
national distributors and manufacturer's agents. 
V. Monitor Items for the Aftermarket Supplier 
• Continual re-assessment of the 11 trends in the 
automotive aftermarket as outlined within this report 
• The future realities and shape of the industry are 
based upon the these trends and their intermixing 
• Monitor Sources: APAA, The Chicago Corporation, Salomon 
Brothers and Schroeder Wertheim 
• Monitor the sectors of the aftermarket: DIFM, DIY and 
auto dealerships 
• Determine the strong and growing players in the 
aftermarket and position the firm's resources and 
capabilities to growth with these players; succinctly, 
reduce dependency on sales through weaker players 
• Monitor Sources: The Chicago Corporation 


Information Sources 

Information Sources (continued) 


